
BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2011-229-WS - ORDER NO. 2012-515

JULY 10, 2012

IN Application of Daufuskie Island Utility ) ORDER APPROVING

RE: Company, Inc. for Approval of Water and ) AND ADOPTING

Sewer Rates, Terms and Conditions ) SETTLEMENT

) AGREEMENT

The above-captioned matter is before the Public Service Commission of

South Carolina ("Commission") on the proposed Settlement Agreement ("the

Settlement Agreement") filed on June 25, 2012, by Haig Point Club and Community

Association, Inc. ("HPCCA"), Bloody Point Property Owners Association, Inc.

("BPPOA'), Melrose Property Owners Association, Inc. ("MPOA"), and Daufuskie

Island Utility Company, Inc. ("DIUC") (hereinafter collectively referred to as the

"signatory agreeing Parties" or sometimes individually as a "Party"). As explained

more fully below, the South Carolina Office of Regulatory Staff ("ORS") does not

object to the Settlement Agreement and was identified as one of the signing "Parties

to this Settlement Agreement." Intervenor Patrick M. Connolly, Esquire, did not

submit prefited testimony or appear at the hearing on May 30, 2012. The proposed

settlement was stated into the record at the hearing on May 30, 2012, after partial

introduction of the evidence. J

1 At_er the hearing on May 30, 2012, the parties agreed to change the additional annual revenue permitted

by their settlement from $291,448 to $291,485.
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This matter was initiated on June 6, 2011,when DIUC filed a letter of intent

with the Commission and on January 10, 2012, DIUC filed an Application for

approval of anadjustment in its ratesand chargesfor water and sewerserviceswith

the Commission pursuant to S.C. Code Ann. § 58-5-240and 26 S.C. Code Ann.

Regs.103-712.4.Aand 103.512.4.A.

By letter dated January 24,2012,the Commission'sClerk's Office instructed

DIUC to publish a prepared Notice of Filing, one time, in newspapersof general

circulation in the area affected by DIUC's Application. The Notice of Filing

describedthe nature of the Application and advisedall interestedpersonsdesiring

to participate in the scheduledproceedingsof the manner and time in which to file

appropriate pleadings for inclusion in the proceedingsas a party of record. The

Commission also instructed DIUC to notify directly, by U.S. Mail, each customer

affectedby the Application by mailing eachcustomera copyof the Notice of Filing.

On February 20,2012,DIUC filed Affidavits of Publication demonstratingthat the

Notice of Filing had beenduly publishedand provided a letter certifying that it had

complied with the instructions of the Commission's Clerk's Office and mailed a

copyof theNotice of Filing to all customers.

In responseto a requestfor a local hearing,by Order No. 2012-196(March 7,

2012),the Commissionordereda public night hearing.2

On March 13,2012,DIUC revisedits application. By letter datedMarch 20,

2012, the Commission's Clerk's Office instructed DIUC to publish a prepared

2Thepurposeofthenighthearingwastoprovideaformn,ataconvenienttimeandlocation,forcustomers
ofDIUCtopresenttheircommentsregardingtheserviceandratesofDIUC.
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Public Notice of Night Hearing and Revised Notice of Filing, one time, in

newspapers of general circulation in the area affected by DIUC's Revised

Application. The Public Notice of Night Hearing and RevisedNotice of Filing

describedthe night hearing to beconductedon April 30,2012,and the nature of the

RevisedApplication and advisedall interestedpersonsdesiring to participate in the

amended scheduleof the proceedingsof the manner and time in which to file

appropriate pleadings for inclusion in the proceedingsas a party of record. The

Commission also instructed DIUC to notify directly, by U.S. Mail, each customer

affectedby the Application by mailing eachcustomera copyof the Public Notice of

Night Hearing and RevisedNotice of Filing. On April 5,2012,DIUC filed Affidavits

of Publication demonstrating that the Public Notice of Night Hearing and Revised

Notice of Filing had beenduly published andprovided a letter certifying that it had

complied with the instructions of the Commission's Clerk's Office and mailed a

copyof theNotice of Filing to all customers.

On April 30, 2012,the Commissionheld a night hearing at Haig Point Club

and Community Association, 10 Haig Point Circle, Daufuskie Island, South

Carolina to hear commentsfrom membersof thepublic.

The Commission, with Chairman Howard presiding, heard the expert

witnessestestify onDIUC's Application beginning at 10:30am on May 30, 2012,at

the CommissionHearing Roomlocatedat 101Executive CenterDrive in Columbia,

South Carolina. DIUC was representedby G. Trenholm Walker, Esquire. ORS

was represented by Nanette S. Edwards, Esquire, and Courtney D. Edwards,
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Esquire. intervenors HPCCA, BPPOA, and MPOA were collectively represented

by John F. Beach, Esquire. Intervenor Patrick M. Connolly, Esquire, did not

appearat the merits hearing.

Negotiations betweenthe signatory agreeingParties in this proceeding,with ORS

participating, resulted in a proposed settlement during the course of the merits

hearing on May 30,2012,and ultimately in the SettlementAgreementsignedby the

Parties on June 25, 2012. In the SettlementAgreement, the Applicant, the three

property owner's groups and the Office of Regulatory Staff arecollectively defined

as the "Parties." The SettlementAgreement also identifies thesesameentities as

"Parties to this SettlementAgreement." However, the first paragraph explainsthat

the SettlementAgreement is "made... without objection from the SouthCarolina

Office of Regulatory Staff ("ORS")." Further, the SettlementAgreementsignature

page "representing and binding" the ORS, states: "We do not object to and

acknowledgethe effectof this settlement."

The signatory agreeing Parties have all determined that their interests, as

well as the public interest, are best served by settling the dispute in this matter

under the terms and conditionsin the SettlementAgreementand setforth below.

By signing the SettlementAgreement,the signatory agreeingParties' counsel

acknowledged their respective clients' consent to its terms. The Settlement

Agreementprovides that the signatory agreeingPartiesall viewed the terms of the

agreementto befair and reasonable.
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The Commissionconsideredand evaluated the SettlementAgreement at its

meetingon June 27, 2012. The Commissionis fully familiar with this matter based

on the evidenceand argumentsthat were presentedat the merits hem'ingon May

30,2012,and determinedthat no additional testimonyor other proof isnecessary.

All signatory agreeingPartieshave agreedin the SettlementAgreement that

a resolution of this matter on the terms therein allowsDIUC to continue to provide

water and wastewater servicesto its customers, and would provide a fair and

reasonableoperating margin and return onequity to DIUC.

The ratesfor residential and commercialwater, sewer,and irrigation, aswell

asthe chargesfor availability fees,are specifiedin SettlementAgreementExhibit 1,

which is attachedto andincorporated asa part of this Order asOrder Attachment

No. 1.

We find that the rates and charges agreed to by the signatory agreeing

Parties and not objectedto by ORS are fair and reasonableand will allow DIUC to

continue to provide its customerswith adequatewater and wastewaterservice. We

specifyan allowable operating margin of 16.64%and find that a rate of return on

equity of 8.81% is fair and reasonableunder the circumstancesbasedon the proof

admitted into evidenceat the hearing.

The signatory agreeingPartiesall agreed,and this Commissionfinds, that an

increasein rates and charges(including availability fees)for water and sewerrates,

fees,and chargesis necessary.DIUC (through its predecessors)hasnot obtained an

increase in its rates and charges since 2005. Since that time, DIUC's costs of
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providing service have increasedso that it can no longer earn a fair return on its

investment. Significant facilities operatedby DIUC are in needof maintenanceand

repair.

The signatory agreeing Parties therefore agreed and stipulated to certain

rates and charges, which we hereby approve, that are specified in Settlement

AgreementExhibit 1 and included in Order Attachment No. 1. We agreewith the

signatory agreeingParties that the rates and chargescontained in the Settlement

Agreementare fair and reasonable,and will allow DIUC to continue to provide its

customerswith adequatewater and wastewaterservices.

The Commissionfurther finds that the additional conditions imposedunder

the SettlementAgreementwith respectto annual reporting to the Commissionand

ORS on the intendedloan arealsofair, reasonable,and necessary.

The Commissionfinds the terms and conditions set forth in the Settlement

Agreementand Exhibits thereto are fair and reasonableto the Parties and ORS as

well as to the DIUC customers affected by the rates and fees approved by this

Order.

After careful review and consideration of the SettlementAgreement, the

evidencein the record in this proceeding,and the representationsof counsel,the

Commission concludes as a matter of law that (i) approval of the Settlement

Agreement is in the public interest; (ii) the residential and commercial rates, fees,

and charges(including availability fees)for both water and seweragreedto by the

signatory agreeingParties and not objected to by ORS, and as set forth in Order
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Attachment No. 1 attached hereto are reasonableand fair and should be put into

effectafter the notice required herein.

An examination of SettlementAgreementExhibit 2, attachedhereto aspart

of Order Attachment No. 1, revealsthat, basedon the operating revenues,income,

and expensesagreedupon by the parties, the additional revenuesproduced by the

new rates and chargeswill result in an operating margin for DIUC of 16.64%and

return on equity of 8.81%. We find that the new rates and chargesprovide DIUC

with the opportunity to earn a return on equity of 8.81%for this Company.

IT IS THEREFORE ORDERED THAT:

1. The SettlementAgreement,including its attachedExhibits, is attached

hereto as Order Attachment No. 1, is acceptedinto the record without objection,

and is incorporated into and madepart of this Order by reference. Further, wefind

the SettlementAgreement is in the public interest and constitutes a reasonable

resolution of this proceeding,andwe thereforeapprove thesettlementin its entirety.

2. The statement of proposed rates, fees, and chargesattached to the

SettlementAgreement (Order Attachment No. 1) is enteredinto the record of this

casewithout objection. We find that the proposedrates,fees,and chargesare both

fair and reasonableand will allow DIUC to continue to provide its customerswith

adequatewater and wastewaterservices.We further find that the additional terms

and conditions set forth in the Settlement Agreement, including its reporting

requirements ifDIUC shouldobtain a bank loan, are reasonableand fair.
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3. The Company is to provide thirty (30) days' advancenotice of the

increase to customersof its water and wastewaterservicesprior to the rates and

schedulesbeingput into effect for servicerendered. The schedulesshall be deemed

to be filed with the Commissionpursuant to S.C.CodeAnn. § 58-5-240.

4. A return onequity of 8.81% basedon the newrates,fees,and charges

is approvedfor DIUC, aswell asanoperatingmargin of 16.64%

5. The Companyshall continue to maintain current performance bonds

in the amounts of $350,000for water operations and $350,000for wastewater

operationspursuant to S.C.CodeAnn. §58-5-720.

6. The Company's books and records shall be maintained according to

the National Associationof Regulatory Utility Commissioners "NARUC") Uniform

Systemof Accounts. The Company is directed to make any necessaryadjustments

to its accountingsystemto conform to theNARUC Uniform Systemof Accounts.

7. This Order shall remain in full forceand effect until further Order of

the Commission. _c_LS t_1_ j,._4_
BY ORDEROF THE COMMISSION:

John E. Howard, Chairman

David A. Wright, Vice Chairman

(SEAL)
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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO, 2011-229-WS

IN RE:Application of Daufuskie Island Utility,
Company, Inc, for Approval of Water
& Sewer Rates, Terms and Conditions

SETTLEMENT AGREEMENT

This Settlement Agreement is made by and among, Haig Point Club and

Community Association, Inc. ("HPCCA"), Bloody Point Property Owners Association,

tnc, ("BPPOA"), Melrose Property Owner's Association, Inc. ("MPOA") (all three,

collectively, the "POA lntervenors"), and Daufuskie Island Utility Company, Inc. ("DIUC")

and without objection from the South Carolina Office of Regulatory Staff ("ORS")

(hereinafter collectively referred to as the "Parties" or sometimes individually as a

"Party"),

WHEREAS, on January 10, 2012, DIUC flied an Application for Approval of

Water and Sewer Rates, Terms and Conditions ("Application") with the Public Service

Commission of South Carolina ("Commission");

WHEREAS, the Parties to this Settlement Agreement are parties of record in

the above-captioned docket;

WHEREAS, Intervenor Patrick M. Connolly, Esquire did not submit pre-filed

testimony or appear at the hearing on May 30, 2012 and is not a signatory to this

Settlement Agreement;
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WHEREAS,the Partiescommencedthe meritshearingbeforethe Commission

on May 30, 2012,and duringthe courseof the hearingengagedin discussionsthat

resultedin a settlementof this proceedingafter certainproofwas admittedinto the

record;

WHEREAS,the Partieshaveeachdeterminedthat theirrespectiveinterestsand

the public interestwould best be served by settling the above-captioned case and

agreeing to a resolution of the various issues on the terms and conditions set forth

below:

1. The Parties agree that an increase in water and sewer rates is necessary. DIUC (or

its predecessor entitles) has not applied for and received an increase in rates since

2005. The current rates do not enable DIUC to cover its costs of providing service

and earn a fair return on its investment.

2. In the current proceeding, the Parties disputed the adjustment in rates, fees, and

charges that would be necessary to provide DIUC a fair return on its investment as

well as the rate of return and other matters.

3. The Parties agree and stipulate that DIUC shall be at]owed to set rates and charges

on a rate base of $5,000,000. This stipulated rate base shall not be binding in future

proceedings, instead those proceedings will be determined based on the evidence

presented in each docket and the applicable law.

4. The Parties agree and stipulate that DIUC shall be entitled to an adjustment in rates

and charges sufficient to generate additional revenues for the test year of $291,485

based on the test year revenues after adjustments proposed by ORS in its pre-filed

testimony and exhibits.
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5. ThePartiesagreethatthis additionalrevenuewouldresultin anoperatingmarginof

t6.64%anda returnonequityof 8.81%.

6. The partiesagreeto the adjustmentof the rates,fees, and chargesto derivethe

additionalrevenueas setforthon thescheduleof proposedrates,fees,andcharges

attachedas ExhibitI.

7. The Parties agree that the stipulatedproposedrates, fees, and charges,and

resultingadditionalrevenues,allowDIUCtheopportunityto earnafair rateof return,

as calculated on Exhibit 2. These stipulationsshall not be binding in future

proceedings,insteadthoseproceedingswill be determinedbasedon the evidence

presentedineachdocketandtheapplicablelaw.

8. DIUCagreesthat it willnot fileanapplicationfor anincreasein and/oradjustmentto

its ratesandchargesbeforeJuly1,2014.

9. ThePartiesagreenot to furtherlitigatewhetheravailabilityfeescollectedby DIUCor

its predecessorsthat havebeencollectedovertheyearswere an approvedrateor

chargeof theCommission.

10.DIUCintendsto seeka loanfrom a financialinstitution.If DIUC obtainsthe loan,

DIUCagreesto file a reportannually(nolaterthantheanniversarydateof the loan)

withORS andthe Commission(underthis docketnumber),with copymailedto the

POAIntervenorsat an addressto be providedwithin30 days of the Agreement,

schedulingthe useof thefundsof the loan.

11.1fthe loan in the paragraphabove is obtained,DIUC agreesto set up a capital

reserveof no lessthan$700,000for capitalrepairsand improvementsand shallfile

a reportannually(no later than the anniversarydateof the loan)withORSandthe
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Commission(underthisdocketnumber),withcopymailedto thePOAlntervenorsat

an addressto be providedwithin30 daysof the Agreement,schedulingthe useof

thefundsofthecapitalreserveaccount.

12.ThePartiesagreeto cooperatein goodfaithwith one anotherin recommendingto

the Commissionthat this SettlementAgreementbe acceptedand approvedby the

Commissionas a fair, reasonableand futl resolution of the above-captioned

proceeding.The Partiesagreeto usereasonableeffortsto defendandsupportany

CommissionOrderissuedapprovingthis SettlementAgreementand the termsand

conditionscontainedherein.

13.The Partiesagreethat this SettlementAgreementdoes not constrain,inhibit or

impair in anyway the argumentsor positionsthey may chooseto assert in future

proceedings. If the Commissionshould decline to approve the Settlement

Agreementin its entirety,thenany Partydesiringto do so maywithdrawfrom the

SettlementAgreementwithoutpenalty.

14,ThisSettlementAgreementshallbe interpretedaccordingto SouthCarolinalaw.

15.EachPartyacknowledgesits consentand agreementto thisSettlementAgreement

by authorizingits counsel to affix his or her signatureto this documentwhere

indicatedbelow. Counsel'ssignaturerepresentshisor herrepresentationthat hisor

her client has authorizedthe executionof this SettlementAgreement. Facsimile

signaturesand emailsignaturesshallbe as effectiveas originalsignaturesto bind

anyparty, Thisdocumentmaybesignedin counterparts,with thevarioussignature

pagescombinedwith thebodyof thedocumentconstitutinganoriginaland provable

copyof thisSettlementAgreement.
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16.ThePartiesagree that no otherevidencewill be offered in the proceedingby the

Partiesother thanwhat hasalreadybeenadmittedand this SettlementAgreement

withSettlementAgreementExhibitsheretoattached.

17.ThePartiesagreethat in theeventanyPartyshouldfail to indicateitsconsentto this

SettlementAgreement and the terms contained herein, then this Settlement

AgreementshallbenullandvoidandwillnotbebindingonanyParty.

[PARTYSIGNATURESTOFOLLOWONSEPARATEPAGES]
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WEDONOTOBJECTTOANDACKNOWLEDGETHEEFFECTOFTHIS
SE'Iq'LEMENT:

Representingandbindingthe SouthCarolinaOfficeof RegulatoryStaff:

NanetteS,Edwards,Esquire
South Carolina Office of Regulatory Staff
1401 Main Street, Suite 900
Columbia, South Carolina 29201
Phone; (803) 737-0575
Fax: (803) 737-0895
Email: nsedwar@regstaff.sc.gov

Date; _ 25" ,2012
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WE AGREE:

Representing and binding Haig Point Club and Community Association, Inc.

("HPCCA"), Melrose Property Owner's Association, Inc. ("MPOA"), and Bloody

Point Property Owners Association, Inc, ("BPPOA"):

fJg-_.7
Jo_ F. Beach, Esq.
EIlil_, Lawhorne & Sims, P.A.
1501 Main Street
Columbia, SC 29201
T: 803.343.1269

ibeach_,ellislawhorne.com

°ate'._,.,__2_ ,2012
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WE AGREE:

Representing and binding Daufuskie Island Utility Company, Inc.

G. Trenholm Walker, Esq.
Pratt-Thomas Walker, P.A.
16 Charlotte Street
Charleston, SC 29403
T: 843.727.2208
F: 843.727.2231

Email: gtw@p-tw,com

,2012
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SE I_LEMENT AGREEMENT EXHIBIT 1

DaufusMe Island Utility Company, Inc.

Residential Rates
A. Waler:

1) Tapping Fees & 3/4" Meter Box

2) Base Quarterly Charge

3) Consumption Charge (per 1,000 gallons)

Settlement Rates

Oto 22,500 gallons per quarter

Over 22,500 gallons

Haig Pt.

Rates

5500.00

$62.09

52.76

$2.76

Melrose

Rates

5500.00

$80.72

50.00
$2.44

B. Sewer:

1} Tapping Fees & Service Lateral

2) Base Quarterly Charge

3) Volumetric Charge (per 1,000 gallons) 0 to 22,500 gallons per quarter

Over 22,500 gallons

$500.00

5110.38

51.32

5132

$500.00

580.72

So.oo
51.77

C,

1) Tapping Fees & 3/4" Meter Box

2) Consumption Charge (per 1,00O gallons O to i8,000 gallons per quarter

1B,001 to 60,000 gallons

Over 60,000 gallons

$500.00

$2.76

53.09

53.50

5500.00

51.66

51,66

51.66

II. Commercial Rates

A. Water:

1} Tapping Fees per Hotel or Inn Room

2) Tapping Fees up to 1-1/2" Meter

3) Tapping Fees 2" or 3" Meter

4) Tapping Fees for 6" Meter

Note: Larger meters on a case by case basis.

5250.00

5500.00

$1,500.00

53,500,00

5250.0B

$500.00

51,5o0.o0

53,500.00

5) Base Quarterly Charge

6) Consumption Charge (per l,OOO gallons)

B. Sewer:

1) Tapping Fees per Hotel or Inn Room

2) Tapping Fees 4" - 8" Sewer Pipe

2} Base Quarterly Charge

3) Volumetric Charge (per 1,000 gallons)

C.

I) Tapping Fees & 3/4" Meter Box

2) Consumption Charge (per 1,000 gallons)

0 to 22,500 gallons per quarter

Over 22,500 gallons

0 to 22,500 gallons per quarter

Over 22,500 gallons

0 to 18,000 gallons per quarter

18,001 to 60,000 gallons

Over 60,000 gallons

586,93

52,76

$2.76

$250.00

$500,00

$178.21

$1.32

51.32

$500.00

52,76

53.09

53.50

5136.60

So,co
52,44

5250.00

55o0,oo
5136.60

50.00
$1.77

$500.00

51.66

$1.66

51,66



IlL AvailabilitY Rates fquarterly)

A, Water:

8, Sewer

IV, Special Conditions

A. T_
Remain as In original tariff,

B. Backflow Prevention:

Remain as in original tariff,

C, System Development Charqe:

Remain as in original tartff.

$31.04

_55.19

$76,36

$85.08



S£_[EMENT AGREEMENT EXHIBIT 2

Oaufuskie Island Utility Company, [no,

Docket No. 2011-229-WS

L_

Determination of Revenue increases and Rates of Return and Operating Margin

per Settlement Agreement

Taxes and Rates Combined

3 Revenue at PresentRates (PerORS)

4 AdditionalServiceAvailabilityRevenue (PerORS)

5 Subtotal Present Revenue

6 S£1_LEMENT AGREEMENT ADDITIONAL REVENUE

7 TotalRevenue -Proposed Ratesper Se_lement Agreement

8 (Percent Increase)

9 O&M Expense

10 Bad Debts Adjustment

11 Depreciation

12 Amortization

13 Revenue Taxes

24 Property Taxes

25 Payroll Taxes

16 Interest Expense

17 Total Expenses and Deductions

18 Net income Before Taxes

19 State Tax

20 Fed Taxable Income

23 Fed lncome Tax

22 1st $50,000 @ 15%

23 Next $25,000 @ 25%

24 Next $25,000 @ 34%

25 Next $235,000 @ 39%

26 Over $335,000 @ 34%

27 Composite Rate * average

28 Netlncome(affertaxes)-Equity Return

29 Common Equity

30 Return on Equity

31 Return on Rate Base

32 Operating Margin

SEI-FLEMENT CAPITA_ STRUCTURE

33 InterestRate

34 Long_term Debt

35 (debt portion)

36 Common Equity

37 (equity portion)

38 Total Rate Base

39 (rotol)

0,95300%

5.0%

50000 7500

25000 75000 13750

25000 i00000 22250

235000 335000 113900

0.01339

$714,996

$5_422

$76_418

$291,485

SI,058,903

3_98%

$493,574

$4,604.91

$56,177

$15,ooo
$30,070

$172

$9,128

$195,000

$783,726

_275,177

$13,759

$261,418

$85,203

34%!

39%

34% "

$176,215

$2,000,000

8.81%

7,42%

16,64%

6.5%

60% $3,000,000

60%

52,000,000

40%

$5,000,000


